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ESHB 2875 - S COW AND
By Commttee on Health & Long- Term Care

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW SECTION. Sec. 1. (1) The legislature finds that nationa
reformof our health care delivery and coverage system is progressing
and will soon restructure health care coverage throughout the states.
The legislature further finds that the substantial revisions
contenplated at the federal level wIll require several years of
preparation before full inplenentation, |eaving many of the uni nsured
W t hout access to affordable coverage for several nore years. The
| egi sl ature recogni zes that, during this tinme, unique solutions nust be
devel oped by Washington state to expand coverage to the uninsured and
provide nore affordable options to those struggling to purchase
cover age. Therefore, it 1is the Ilegislature's intent to expand
flexibility provided in current law to increase the availability of
af fordabl e health care coverage options for the citizens of the state.

(2) Under the terns and conditions of this chapter, the state of
Washi ngton seeks to join wth other states to establish a conpact
governing the sale of private health benefit plans approved as to form
and rate by nmenber admtted states in the state that are nenbers of the
conpact. The | egislature designates the insurance conm ssioner for the
state of WAshington to serve as the representative of this state for
the conpact. The purposes of the conpact under this chapter are,
t hrough the nmeans of joint and cooperative action anong the conpacti ng
st at es:

(a) To pronpte and protect the interest of consuners of health
benefit plans in the small group narket;

(b) To develop uniform standards for insurance products covered
under the conpact;

(c) To establish an agreed nethod of confirm ng that health benefit
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pl ans issued in the state of Washington qualify under the requirenents
of Title 48 RCWor the requirenents of one or nore of the conpacting
st at es;

(d) To inprove coordination of regulatory resources and expertise
bet ween state insurance departnents regarding the setting of uniform
standards and review of insurance products covered under the conpact;
and

(e) To performthese and other related functions, consistent with
the state regulation of the business of insurance and health benefit
pl ans or policies.

(3) The legislature intends to establish a mechanismpermtting one
or nore qualified health plans to be offered in participating states
subject to the laws and regul ations of the state in which the plan was
witten or issued, provided that the issuer of any qualified health
plan is subject to the market conduct, unfair trade practices, network
adequacy, and consunmer protection standards, including addressing
di sputes as to the performance of the contract, of the state in which
t he purchaser resides.

NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Bylaws" neans byl aws established by the conpact's governing
body for its governance or for directing or controlling the governing
body's actions or conduct.

(2) "Comm ssioner"” nmeans the chief regulatory official of a state
who has authority to regulate the health benefit nmarket and the
conpani es doi ng business in that market, including but not limted to
the state's insurance conmm ssioner, superintendent, director, or
adm ni strator.

(3) "Conpact" neans the conpact set forth in this chapter.

(4) "Conpacting state" neans any state which has enacted the
conpact and which has not wthdrawn or been termnated from the

conpact .

(5 "Domciliary state" nmeans the state in which an insurer is
i ncorporated or organized or, in the case of an alien insurer, its
state of entry.

(6) "lInsurer" neans any entity licensed by a state to issue
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contracts of insurance or health benefit plan or policy for any of the
I ines of insurance covered by the conpact.

(7) "Menber" neans the person chosen by a conpact state as its
representative to the governing body or their designee.

(8) "Operating procedure" neans procedures adopted by the governing
body inplenenting a rule, uniform standard, or a provision of the
conpact .

(9) "Qualifying plan" neans a private health benefit plan or policy
of fered and i ssued in a conpacting state to that state's residents that
conplies with its state of origin's requirenents as to rate and form
and has been approved by that state's insurance regulator to be offered
and issued. It includes the form of a policy or contract, including
any application, endorsenent, or related formthat is attached to and
made part of the policy or contract, and any evi dence of coverage or
certificate that the insurer issues. A qualifying plan nay not be a
pl an offered to suppl enent nedi care cover age.

(10) "Rule" nmeans a statenent of general or particular
applicability and future effect adopted by the governi ng body, designed
to inplenment, interpret, or prescribe law or policy or describing the
organi zation, procedure, or practice requirenments of the governing
body, that has the force and effect of lawin the conpacting states.

(11) "State" nmeans any state, district, or territory of the United
States of Anmerica

(12) "State of origin" neans the conpacting state in which an
insurer is admtted or licensed under the insurance |aws of that state.

NEW SECTION. Sec. 3. (1) The conpacting states hereby create and
establish a joint public body known as the interstate health insurance
conpact. The conpact is established as a body corporate and politic,
and an instrunentality of the conpacting states, and is solely
responsible for its liabilities except as otherwi se specifically
provided in the conpact agreenent.

(2) Venue is proper and judicial proceedings by or against the
conpact nust be brought in the state of Wshi ngton.

(3) The conpacting states agree that the state of Washington is the
primary menber for purposes of establishing the principal office of the
conpact and adm nistering the conpact's activities.
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(4) The governi ng body of the conpact shall be the comm ssioners of
the nmenber states or their designees. Each conpacting state may use
state insurance departnment staff to support the work of the conpact.
The state of Washington is the primary nmenber for purposes of
organi zi ng and adm ni stering the conpact, responding to states seeking
menbership in the conpact and | eadi ng neetings of the conpact.

NEW SECTION. Sec. 4. The conpact has the foll ow ng powers:

(1) To adopt rules that have the force and effect of |aw and are
binding in the conpacting states to the extent and in the manner
provi ded in the conpact;

(2) To exercise its rule-nmaking authority and establish reasonabl e
standards for the sale and i ssue of qualifying plans in nenber states;

(3) To adopt operating procedures that are binding in the
conpacting states to the extent and in the manner provided in the
conpact ;

(4) To bring and prosecute | egal proceedings or actions in its nane
as the conpact. The standing of any state insurance departnent to sue
or be sued under applicable lawis not affected;

(5) To issue subpoenas requiring the attendance and testinony of
W t nesses and t he production of evidence;

(6) To establish and maintain offices;

(7) To borrow, accept, or contract for services of personnel,
including but not limted to enpl oyees of a conpacting state;

(8) To advise conpacting states on issues relating to insurers
dom cil ed or doi ng business in nonconpacting jurisdictions, consistent
with the purposes of the conpact;

(9) To provide and receive information from and to cooperate with
| aw enforcenent agencies and the national association of insurance
conmi ssi oners; and

(10) To perform such other functions as may be necessary or
appropriate to achi eve the purposes of the conpact consistent with the
state regul ati on of the business of insurance and heal th benefit plans.

NEW SECTION.  Sec. 5. (1) Each conpacting state nust have and be
limted to one nmenber who is the official responsible for regulating
t he business of insurance in that state. |f health benefit plans and
the health benefit market are not regulated by the sane official
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charged with regul ating the business of insurance, the nenber may be
the official responsible for regulating the health benefit market in
that state. Each nenber nust be qualified to serve in that capacity
under the applicable law of the conpacting state. Each conpacting
state continues to determine the election or appointnent and
qualification of its own nenber.

(2) Each conpact nmenber is entitled to one vote and shall have an
opportunity to participate in the governance of the conpact in
accordance with the byl aws.

(3) The conpact nust establish and adopt bylaws to govern its
conduct as may be necessary or appropriate to carry out the purposes,
and to exercise the powers, of the conpact, including but not limted
t o:

(a) Establishing the fiscal year of the conpact;

(b) Providing reasonabl e procedures for hol di ng neeti ngs;

(c) Organizing or establishing conmttees to acconplish the work of
t he conpact necessary to carry out its purpose; and

(d) Providing a mechanism for winding up the operation of the
conpact or transferring its activities as required by federal law or a
vote of the nmenbers

(4) The primary nenber of the conpact is responsible for managi ng
the affairs of the conpact in a manner consistent wth the byl aws and
purposes of the conpact, including but not limted to planning,
i npl ementi ng, and coordi nati ng communi cati ons and activities with ot her
state, federal, and | ocal governnent organi zations, in order to advance
t he goal s of the conpact.

(5) Conpact nenbers and their staff, enpl oyees, and representatives
are imune from suit and liability, either personally or in their
official capacity, for any claimfor damage to or |oss of property or
personal injury or other civil liability caused by or arising out of
any actual or alleged act, error, or om ssion that occurred, or that
t he person against whom the claimis mde had a reasonable basis for
believing occurred within the scope of conpact enploynent, duties, or
responsibilities, unless such damage, loss, injury, or liability was
caused by the intention or wllful and wanton m sconduct of that
per son.

(6) Each conpacting state shall defend, indemify, and hold
harmess its conpact nenber or his or her staff, enployees, or
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representative in any civil action seeking to inpose liability arising
out of any actual or alleged act, error, or omssion that occurred
within the scope of carrying out the activities, duties, or
responsibilities of the conpact. The duty to indemify and hold
harm ess does not apply if the actual or alleged act, error, or
om ssion resulted fromthe intentional or willful and wanton m sconduct
of that person.

NEW SECTI ON. Sec. 6. The conpact nust neet at | east once during
each cal endar year. Additional neetings nust be held as set forth in
t he byl aws.

NEW SECTION. Sec. 7. Any state is eligible to becone a conpacting
state if approved by the primary nmenber of the conpact. The conpact
becones effective and bi ndi ng upon | egi sl ati ve enact nent of the conpact
into law by two conpacting states, and the approval of the primry
menber of the conpact. Anmendnents to the conpact terns and conditions,
governance, or purpose, as set forth in this chapter, nust be approved
by the | egi sl ature of each conpacting state.

NEW SECTION. Sec. 8. (1) Once effective, the conpact continues in
force and remains binding upon each conpacting state. However, a
conpacting state may withdraw from the conpact by enacting a statute
specifically repealing the statute that enacted the conpact into | aw.

(2) The comm ssioner of the withdrawing state nust imrediately
notify the primary nenber, in witing, upon the introduction of
| egi sl ation repealing the conpact in the withdraw ng state.

(3) The primary nenber nust notify the other conpacting states of
the introduction of such legislation within ten days after its receipt
of notice.

(4) The withdrawing state is responsible for all obligations,
duties, and Iliabilities incurred through the effective date of
wi thdrawal , and the performance of obligations to consuners or the
conpact extendi ng beyond the effective date of w thdrawal, unless they
have been rel eased or relinquished by nmutual agreenent of the conpact
and the withdrawing state. At the tine of withdrawal, the w thdraw ng
state nust provide notice to all admtted insurers offering qualifying
plans in conpacting states of its intent to wthdraw Upon the
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effective date of withdrawal, qualifying plans may no | onger be offered
or issued in conpacting states unless the insurer has otherw se
obtained approval as to rate and form from those conpacting states
under the | aws of each conpacting state.

(5 The primary nenber my termnate a conpacting state's
menbership if the state does not conformto the requirenents of the
conpact regarding the provision of information to the primary nmenber,
does not responsively assist other conpacting states in enforcenent or
consuner protection activity related to insurers admtted in the
conpacting state, or if the conpacting state fails to attend required
nmeeti ngs of the conpact or does not followthe byl aws of the conpact.

(6) The conpact dissolves upon the date of the wthdrawal or
default of the conpacting state that reduces nenbership in the conpact
to one conpacting state.

NEW_ SECTION. Sec. 9. (1) The conpact does not prevent the
enforcenent of any state law of a conpacting state that does not
conflict with a rule or operating procedure or byl aw of the conpact.

(2) Al lawful actions of the conmpact including all rules and
operating procedures adopted by the conpact are binding on the
conpacting states.

(3) In the event any provision of the conpact exceeds the
constitutional limts inposed on the |egislature of any conpacting
state, the obligations, duties, powers, or jurisdiction sought to be
conferred by that provision upon the commssion is ineffective as to
that conpacting state and those obligations, duties, powers, or
jurisdiction remains the conpacting state and shall be exercised by the
agency thereof to which those obligations, duties, powers, or
jurisdiction are delegated by law in effect at the tine the conpact
becones effective.

(4) Insurers offering qualifying plans nust conply wth and are
subject to the laws of the conpacting state in which the purchaser
resides relating to:

(a) WMarket conduct;

(b) Unfair trade practices;

(c) Network adequacy;

(d) Consuner protection standards and unfair trade practices;

(e) Gievance and appeal s; and
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(f) Fraud.

(5) Insurers nust clearly notify applicants and purchasers that the
policy may not be subject to all the |laws and regul ations of the state
i n which the purchaser resides.

NEW SECTION. Sec. 10. (1) Insurers may offer and issue qualifying
pl ans in conpacting states if:

(a) The insurer is licensed and in good standing in its state of
origin. Qualifying plans nust be approved for offer and issue by the
insurer's state of origin prior to being offered and issued in a
conpacting state;

(b) The qualifying plan is approved as to form by one of the
conpacti ng states;

(c) The insurer's rating schedule for the qualifying plan is
approved by its state of origin;

(d) The insurer reports to the primary nmenber the anobunt of prem um
sold in each conpacting state and provides such other data as the
primary nmenber requires by rule;

(e) The insurer conplies with the requirenents of the conpact and
of this chapter

(2) If a state of origin determnes that a qualifying plan is not
in conpliance for any reason, the state of origin nust notify other
conpact nenbers of the plan's change in status. The insurer nust
i mredi ately cease offering and issuing the qualifying plan until the
state of origin has confirmed to the insurer and to conpact nenbers in
witing that the qualifying planis again in conpliance.

NEW SECTION. Sec. 11. Insurers offering and issuing qualifying
plans nust file with each conpacting state and provide applicants
resident in the conpacting state with a witten disclosure containing
a side-by-side conparison that explains the differences between each
qualifying plan's requirenents, conditions, and benefits conpared to
the requirenents for health benefit plans for that conpacting state,
including but not limted to:

(1) d ai mpaynent;

(2) Coi nsurance, copaynent, and deducti bl es;

(3) Preexisting condition limtation,;

(4) Mandat ed benefits;
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(5) Guaranteed issue;

(6) Use of discretionary clauses;

(7) Qut-of-pocket and lifetinme limts;

(8) Method of calculating rates or prem um and
(9) Health underwiting practices.

NEW SECTION. Sec. 12. (1) Insurers offering or issuing qualifying
plans in the state of Washington nust conply with chapter 48.41 RCWto
the extent required by the conm ssioner. Insurers offering and issuing
qual i fying plans in Washi ngton are subject to the ternms and conditions
of chapter 48.41 RCWand nust participate in the pool as set forth in
RCW 48. 41. 090.

(2) The comm ssioner of each conpacting state shall adopt rules to
i npl emrent and adm ni ster this section.

NEW SECTION. Sec. 13. Each qualifying policy issued in the state
of Washington nust promnently display the |egal nane of the issuing
insurer, its business address, its web site, its tel ephone nunber, and
any other information necessary to assist Wshington residents in
contacting the issuer or its adm nistrator.

NEW SECTION.  Sec. 14. (1) Insurers offering qualifying plans in
Washi ngton are nenber insurers of the Washington |ife and disability
I nsurance guaranty associ ation as established in RCWA48. 32A 055, and
are subject to the requirenents of chapter 48.32A RCWfor their covered
enrol | ees or nenbers who are Washi ngton state residents.

(2) States of origin nmust provide notice to other conpact states
whenever the nenber or his or her staff cones into possession of any
data or information relative to an insurer offering qualifying plans
indicating that such insurer is in or is approaching a condition of
i npai red assets, immnent insolvency, or insolvency. |If the state of
origin takes any formal action against an insurer offering qualifying
pl ans, the nenber nust notify the other conpact states of the action
and require the insurer to cease offering or issuing qualifying plans.

NEW SECTION. Sec. 15. Insurers offering and issuing qualifying
pl ans in conpacting states nust conply with the regul atory assessnent
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and prem um tax paynment requirenents of each conpacting state as if
they were admtted insurers in each conpact state.

NEW_ SECTION. Sec. 16. The conmm ssioner nay adopt rules to
i npl ement and adm ni ster this chapter.

NEW SECTION. Sec. 17. A state may not enter into an agreenent
with the comm ssioner under this chapter unless the state enacts a | aw
after the effective date of this act that specifically authorizes the
state to enter into such agreenents through the conpact structure set
forth in this chapter.

NEW SECTION. Sec. 18. Sections 1 through 17 of this act
constitute a new chapter in Title 48 RCW

NEW SECTION. Sec. 19. This act expires January 1, 2015."

ESHB 2875 - S COW ANMD
By Commttee on Health & Long- Term Care

On page 1, line 1 of the title, after "Relating to" strike the
remai nder of the title and insert "establishing an interstate conpact
for the sale and i ssue of health benefit plans; adding a new chapter to
Title 48 RCW and providing an expiration date."
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